To switch presumes two kinds of transactions carried out by the same person: on the one hand, the decision to exit an investment line (switch-out) and, on the other hand, the decision to enter into a new investment line (switch-in). What motivates the decision makers? This paper, considering a sample of Italian occupational pension funds, investigates the impact of shortterm and long-term performance on the switch decision process and whether the same performance can lead investors to make opposite switch decisions. Some irrational behaviors are identified.
INTRODUCTION
In many situations, making a decision can be a complex task. There are some cases in which decisions are taken more superficially but there are some areas where the decisions taken may have a heavily positive or negative impact on people's welfare. It is the case, for example, of the choices made with reference to the pension funds enrolment; non-adequate decisions in this area can cause a drop in the standard of living during retirement years. In this field of study, Lippi (2014) shows that the workers enrolled to the Italian occupational pension funds are influenced by the menu design, i.e. the layout in which the various investment lines are presented to employees. Once the investment line is chosen, the worker enrolled may decide to exit its investment line and get into another investment line (so-called switch) but always remaining within the same occupational pension fund. Hence, to switch presumes two kinds of transactions carried out by the same person: on the one hand, the decision to exit an investment line (switch-out) and, on the other hand, the decision to enter into a new investment line (switch-in). Faced with this situation the question is: what motivates the decision makers? The first intuitive answer is the performance of the investment line the worker enrolled belongs to.
In fact, each year-end, the employees enrolled receive a communication from the occupational pension fund about the total amount collected in its own investment line and the past 1-year, 3-year and 5-year performance.
Bearing this situation in mind, the aims of this paper are: a) to investigate whether the workers who have operated switches have been influenced by past performance and if the strongest influence on the decision made is exerted by short-term or long-term performance; b) to examine whether the performance that lead some workers to exit an investment line (switch-out) could be attractive for others (switch-in).
The analysis presented in this paper considers the switch decisions made, during the years 2013, by the workers enrolled in a sample of Italian occupational pension funds. This context, according to the author, can be compared to a 'fish bowl' experiment with several advantages for capturing possible irrational behavior. First, the workers enrolled in the same pension fund have the same information about the past performance for each investment line belonging to each occupational pension fund; second, the workers enrolled in Italian occupational pension funds do not necessarily have financial knowledge; third, the members of Italian occupational pension funds who switch are faced with a restricted alternative menu because they cannot get out from their pension fund and they are only able to choose among the existing investment lines established by each pension fund statute; fourth, they are not supported by any financial advisor; finally, switches are free and they do not generate any liquidity or any fiscal benefit for the workers.
The paper is organized as follow: Section 1 presents a brief literature review; Section 2 presents the sample and the methodology; the main results and the discussion are presented in Section 3 while Section 4 concludes.
LITERATURE REVIEW
The so-called Homo aeconomicus is a perfectly rational entity created by the classical economic theory with in the aim of explaining economic and financial situations but, in reality, human behaviour often tends to be irrational. This fact should be analyzed and possibly incorporated into economic models in order to then be able to manage the consequences or, better, to prevent judgment mistakes. Irrational behaviour is revealed through empirical psychological evidence of individuals' ways of thinking in conditions of uncertainty (Kahneman and Tversky, 1979) . A plethora of experiments (e.g. Thaler, 1991; Kahneman and Knetsch, 1992 ) specifically designed to describe how decisions are made in an economic and financial setting, confirm that the subjective perception of what is deemed fair in an economic transaction does not depend only on objective figures, but is always biased by a framework of reference (Kahneman and Tversky, 1984) affected by the magnitude of stimuli and the perceived subjective intensity of sensation (Deco et al., 2007) . This is the 'framing effect' (Kahneman, 2003; Levin et al., 2002 ) whose influence on investors can cause, for example, a shift from 'risk-aversion' to 'risk-seeking' and viceversa (Kanheman and Tversky, 1979; Olsen, 1997a Olsen, , 1997b .
The decisions taken by investors can also be affected by the level of superficiality or accuracy guiding decision-making. Scholars distinguish between intuition and reasoning (Kahneman and Frederick, 2002; Frederick and Fishhoff, 1998; Sloman, 1996; Stanovich 1999; Stanovich and West, 2000; Kahneman, 2003) . Operations performed intuitively are fast, automatic, mentally effortless, associative and difficult to control, while those performed by reasoning are slower, serial, mentally tiring and deliberately controlled, and it is therefore natural that the former often have the upper hand with respect to the latter.
In literature many studies has devoted attention to individual investors' behaviour, showing several mistakes they incur while investing (e.g. Chen et al., 2007) . According to Barber and Odean (2000) overconfident investors tend to trade too much, thus lowering the net performance of their investment once transaction costs are taken into account. Barber and Odean (2001) find that men tend to be overconfident, while women are more calibrated. As a consequence, on average men trade more than women, and perform worse. Individual investors are net buyers of stocks that grab their attention either if they recently recorded extra-returns or abnormal volumes or if they were mentioned by the media (Barber and Odean, 2008) . Illusion of control is a typical cause of overconfidence, and explains the evidence that past portfolio performance tends to increase individual investors' trading. Statman et al. (2006) , with reference to the U.S. market, find that market-wide trading volume is related to the lagged monthly market returns. Kim and Nofsinger (2007) confirm the same results considering the Japanese market. Griffin et al. (2007) extend the same analysis to 46 countries. According to the authors many stock markets exhibit a strong positive relationship between turnover and past performance. This behavior is influenced by the so called extrapolation bias (Glaser and Weber, 2009 ) which leads investors to extrapolate past performances or market returns into the future. This is probably why past market returns also positively affect individuals' trading.
The hypotheses tested in this paper are:
H1: short-term performance have a stronger influence on switch (switch-out and switch-in) decisions; H2: the same performance for the same investment line could influence opposite switch (switch-out and switch-in) decisions.
In the case of Hypothesis 1 being confirmed an irrational behavior is highlighted. In fact, a pension fund member should consider their own investment in a long-term situation as requested by the pension funds scheme. In the case of Hypothesis 2 being confirmed another type of irrational behavior is identifiable because the same percentage could be understood in a positive meaning, generating a switch-in, as well as in a negative meaning, generating a switch-out.
DATA SAMPLE AND ANALYSIS

Sample
According to a legislative modification in the Italian supplementary pension scheme, 2007 represents a year of strong discontinuity with the past. Hence, with the aim of considering the pension fund performance over a 3-year and 5-year period, this paper considers the switch decisions made during the years 2013. For each Italian occupational pension fund, we analyzed the balance sheets so as to collect information about the number of switchout and switch-in for each investment line. Our sample is composed of 10 Italian occupation pension funds whose balance sheets present this information. Table 1 shows some details about our sample; one Italian occupational pension fund presents 2 investment lines; five present 3 investment lines and four present 4 investment lines. The Italian occupational pension funds inserted in the sample belong to the industry macrosector; they are related to the chemical, telecommunication, energy, fashion and industry sector. 
Source: data elaborated by the author based on Italian occupational pension fund balance sheets (2013)
In order to test our hypotheses for each investment line per each Italian occupational pension funds examined, we collect the performance related to the year before (t-1) and that related to the previous 3 years (t-3) and 5 years (t-5), that is to say the performance known by the members enrolled.
In each occupational pension fund, investment lines present different levels of risk, from no-risk (also called 'guaranteed line') to higher risk. In fact, according to the Pension Funds Supervision Commission (COVIP) guidelines, the 'guaranteed line' is the investment line without any risk, so the expected loss by members is zero; the 'very low risk line' is the investment line for which the expected annual loss by its members is maximum 10%; the 'low risk line' considers the possibility of maximum 30% expected loss per year; 'balanced' is the investment line for which the expected loss by its members is (maximum) from 30% and 50%; 'growth' is the investment line for which the expected loss could be even higher than 50% per year. We identify the investment line type from 0 (guaranteed lineno risk) to 4 (very high risk investment linegrowth). Table 2 shows the number of switch-in and switch-out per investment line considering the number of investment lines in each occupational pension fund examined for the years 2013. To prove the influence of short-term performance in switch decisions made by workers enrolled, we consider the years 2013 (t) caring out two tests. In Test n. 1 we consider as independent variables the short-term return (the year before t-1) and the long-term return (5 years before t-5) for each investment line; in Test n. 2 we add, as an independent variable, the medium-term return (3 years before t-3) for each investment line.
The regression analysis used in Test n. 1 is as follows:
Where switch-out and switch-in are, respectively, the number of members getting out and getting in during the year (t) 2013 for each investment line (i start from 0 to 4), α is a constant, R t-1 is the return of the previous year, R t-5 is the return of the previous 5 years, ε is error.
The regression analysis used in Test n. 2 is as follows:
Where switch-out and switch-in are, respectively, the number of members getting out and getting in during the year (t) 2013 for each investment line (i start from 0 to 4), α is a constant, R t-1 is the return of the previous year, R t-3 is the return of the previous 3 years, R t-5 is the return of the previous 5 years, ε is error.
We attempted to gather other kinds of information from the pension fund balance sheets examined in order to extend the analysis. For example, we tried to collect information about the cluster age of the switch maker so as to test the relationship between the switch tendency and worker age. Unfortunately this information is present only in one pension fund balance sheet examined. Also the total index cost for each investment line is not shown for year t but it is calculated over a period of two years. Hence, this information is not useful to our purpose.
The same two tests presented below are repeated and showed in Appendix as a robustness check adding the number of enrolled members per investment line risk as a dummy variable. The results presented in Appendix confirm the follow results.
MAIN RESULTS
Test n. 1 results
The regression (1) and (2) results, related to the year 2013 are shown in Table 3 . Table 3 presents the results obtained when considering the impact of the return over the previous year (R t-1 ) and the return over the previous 5 years (R t-5 ) on the number of switch-outs and switch-ins in the year 2013 with reference to a sample of Italian occupational pension funds. 
Test n. 2 results
The regression (3) and (4) results, related to the year 2013 are shown in Table 4 . Table 4 presents the results obtained when considering the impact of the return over the previous year (R t-1 ), the return over the previous 3 years (R t-3 ) and the return over the previous 5 years (R t-5 ) on the number of switch-outs and switch-ins in the year 2013 with reference to a sample of Italian occupational pension funds. 
DISCUSSION
The results shown in Starting from the guaranteed line, the results obtained are conflicting. On the one hand, if the more recent performance (R t-1 ) is higher the number of switch-ins increase. According to the author this could be a logical and rational behavior even if it considers a short time horizon which is not adequate for a pension fund; on the other hand, if the more recent performance (R t-1 ) is higher the number of switch-outs increase, and this is not rational behavior. The same performance leads the workers to make opposite switch decisions. Considering the long-term performance (R t-5 ), Table 3 shows a negative and statistically significant impact on the number of switch-ins and on the number of switch-outs, that is to say the higher the long-term performance is, the fewer switch-out, and this could be rational behavior, but at the same time, the number of switch-ins decrease too, and this seems to be irrational behavior.
Test n. 2 also takes into consideration a medium-term performance (R t-3 ) in the analysis; the conclusions are similar compared to Test n. 1 results. In this case, considering the results presented in Table 4 , only the guaranteed line presents significant results (Investment line risk=0; R-squared=0.777, Prob>F 0.02; R-squared=0.975, Prob>F 0.000). While the short-term performance (R t-1 ) remains statistically significant and with the same direction of Test n.1, the medium-term performance (R t-3 ) seems to have no impact on the decision process of switch makers. The long-term performance (R t-5 ) seems to remain statistically significant with reference to the switch-in decisions highlighted the same irrational behavior identified in Test n. 1 conclusions: the higher the long-term performance is, the lower the number of switch-ins.
Bearing the obtained results in mind, it is possible to argue that hypothesis 1 (H1) seems to be confirmed for the guaranteed line and for the low risk line, short-term performance has the strongest influence on switch decisions both in the case of switch-in as well as in the case of switch-out. For the guaranteed line and for the low risk line, hypothesis 2 (H2) seems to be confirmed: the same performance for the same investment line seems to be able to influence opposite switch decisions.
GENERAL CONCLUSION
Many studies highlight that individual investors make several mistakes while investing. This paper contributes to this field examining a specific topic: the switch decision made by the workers enrolled in a sample of Italian occupational pension funds in the years 2013.
It is a well known fact that the pension fund investment horizon is a long-term one; for this reason the decision of exiting or to entering an investment line should be driven by long-term performance. The aim of this paper is, firstly, to test the influence of short-term performance on switch decisions (switch-in and switch-out) and, secondly, to test whether the same performance can lead investors to make opposite switch decisions. We carried out two kinds of test: the first, considers the investment line performance of the previous year (short-term return) and the performance of the last 5 years (long-term performance); the second adds the last 3-year investment line performance (mediumterm performance). The main results obtained, in particular with reference to the no-risk line (guaranteed line) are similar. This paper shows that short-term performance has a strong influence on switch decisions with reference to the guaranteed line and the low risk line. This could be a worker's mistake of judgment. At the same time, the results presented in this paper seem to demonstrate that the same performance can drive the workers enrolled in opposite switch behavior with reference to the guaranteed line and low risk line.
Bearing in mind Test n. 1 Test n. 2 results we can suppose that the guaranteed line is a particular line which generates two conflictual situation in the mind of the worker: on the one hand, it guaranteed the total amount collected and invested but, on the other hand, it performs less than other investment lines generating the sensation to be faced with a loss opportunity (so called regret) in the investors. For this reason, according to the framing effect, the worker is stimulated to enter in or to exit from this investment line related to a subjective perception of the same performance. The question we could explore in further research is: can irrational switches have a negative impact on the wealth level after retirement?
APPENDIX
With a view to demonstrating the robustness of the analysis presented in this paper, we repeated Test n. 1 (Test n. 1bis) and Test n. 2 (Test n. 2bis) adding a dummy variable related to the number of members enrolled for each investment line risk. In particular, the logarithm of the number of members enrolled is calculated for each investment line risk and is created a dummy variable (size) to identify whether the investment line analyzed is over or under the mean. Table 5 presents some descriptive statistics of this variable. 
Source: data elaborated by the author
The regression analysis used in Test n. 1bis is modified as follows:
Where switch-out and switch-in are, respectively, the number of members getting out and getting in during the year (t) 2013 for each investment line (i start from 0 to 4), α is a constant, R t-1 is the return of the previous year, R t-5 is the return of the previous 5 years, size is the dummy variable and ε is error.
The regression analysis used in Test n. 2bis is modified as follows:
Where switch-out and switch-in are, respectively, the number of members getting out and getting in during the year (t) 2013 for each investment line (i start from 0 to 4), α is a constant, R t-1 is the return of the previous year, R t-3 is the return of the previous 3 years, R t-5 is the return of the previous 5 years, size is the dummy variable and ε is error.
Test n. 1bis results
The regression (5) and (6) results are shown in Table 6 . This table presents the results obtained considering the impact of the return on the previous year (R t-1 ), the return on the previous 5 years (R t-5 ) and the dummy variable related to the fund's size per each investment line on the number of switchouts and switch-ins in the year 2013 with reference to a sample of Italian occupational pension funds. 
Test n. 2bis results
The regression (7) and (8) results are shown in Table 7 . This table presents the results obtained considering the impact of the return on the previous year (R t-1 ), the return on the previous 3 years (R t-3 ), the return on the previous 5 years (R t-5 ) and the dummy size related to the fund's size on the number of switch-outs and switch-ins in the year 2013 with reference to a sample of Italian occupational pension funds. 
